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This filing supports revisions to Iowa Network Access Division Tariff F.C.C. No. 1 in 
accordance with the Federal Communications Commission's (FCC) Order, In the Matter of July
3, 2012 Annual Access Charge Tariff Filings, DA 12-482, WCB/Pricing File No. 12-07 (released 
March 28, 2012). This Order establishes procedures for the 2012 filing of annual access charge 
tariffs and Tariff Review Plans (TRPs) for incumbent local exchange carriers (ILECs) subject to 
price caps and those ILECs subject to Section 61.38 of the Commission’s rules. The 
requirements for summary cost support material to support the annual access charge filings to be 
submitted on or before June 26, 2012 are presented in the Commission’s Order, In the Matter of 
Material to be Filed in Support of 2012 Annual Access Tariff Filings, DA 12-575, WCB/Pricing 
File No. 12-08 (released April 19, 2012). 

This 2012 Annual Access Charge Tariff Filing covers the scheduled effective period from 
July 3, 2012 through June 30, 2013.  This documentation volume contains the introduction, 
overview, rate development narrative, access rate development and corresponding cost support
material to be filed with the FCC on June 26, 2012. 

Schedule A of Section 2 presents a summary of the proposed rate to be effective July 3,
2012. Iowa Network Access Division ("INAD") proposes to reduce its existing switched 
transport rate of $0.00819 per minute of use to a rate of $0.00623 effective July 3, 2012.  The 
Company's proposed switched transport rate of $0.00623 per access minute is projected to 
generate switched transport revenues of $20,805,902.  When combined with nonrecurring 
revenues of $23,148, total test period revenues are projected in the amount of $20,829,050
resulting in a return of 10.92% on interstate investments for the projected twelve-month period 
ending June 30, 2013.  
  

For the year 2011, INAD's regulated revenue from interstate access services amounted to 
$31,419,869 which resulted in a return of 9.74% on its interstate investment.  For the 2009/2010 
monitoring period, INAD experienced a return of negative 2.00%.  During this period, the FCC 
authorized a maximum rate of return for interstate access operations of 11.50% with a target of 
11.25%. 



 Interstate access minutes grew at a rate of 4.18% during 2011 to 3,833,504,867 from 
3,679,806,752 in 2010.  During the year 2010, INAD recorded interstate traffic growth of
23.39% over the year 2009.  For the year 2012, INAD began experiencing reductions in MOUs 
from both ILEC and call aggregator traffic1 when compared with historical MOUs reflected 
during 2011.  For the test period ending June 30, 2012, INAD projected interstate access minutes 
of 3,450,907,011 reflecting a decrease of 9.98% from the year 2011.  For the test period ending 
June 30, 2013, INAD is projecting interstate access minutes of 3,339,631,164, representing a
decrease of 3.22% from projected access minutes of 3,450,907,011 for the projected period 
ending June 30, 2012. The decrease in interstate traffic for the projected test period results 
primarily from continued reductions in interstate access minutes by independent local exchange 
carriers that originate or terminate calls over the INS network. LEC traffic is projected to 
decrease approximately 16.7% during this time frame while aggregator traffic is projected to 
increase 1.2%. In its 2012 annual access tariff filing, NECA has forecast a reduction in interstate 
switched access traffic of 11.9% for the 2012-2013 test period.  As most of the local exchange 
carriers that originate or terminate traffic over the INS network are NECA members, INS’ traffic 
volume will be impacted by the reduction in traffic that those local exchange carriers expect to 
deliver to INS’ network. 

Over the years, Iowa Network Services, Inc. (“INS”) has implemented a state of the art 
fiber network throughout the state of Iowa that is being used to provide equal access services to 
interexchange carriers serving nearly all rural Independent Local Exchange Carriers (ILECs) in 
the state.  This state of the art network provides full switching and transport redundancy for 
interexchange carriers serving rural Iowa.  As this network ages, INS has plans to upgrade its 
fiber routes and electronics to bring newer technologies and increased capacity in areas where 
needed.  Approximately $9.6 million has been expended since 2009 and an additional $11.3
million is planned for 2012. 

During 2007, INAD began to experience an increase in its uncollectible revenues from an 
Interexchange Carrier (“IXC”) as a result of billing disputes over the classification and 
quantification of interstate access minutes related to call aggregator traffic terminated by the IXC 
to ILEC locations in Iowa.  The disputed traffic is being terminated by the IXC to ILEC locations 
in Iowa using the equal access network of INAD.  During the year 2011, INAD recorded a 
provision for uncollectibles relating to the interstate billing for this traffic in the amount of 
$3,868,851.  INAD continues to bill the IXC for all traffic terminated over its network and 
includes this disputed traffic in its minute of use and revenue projections for the twelve month 
period ending June 30, 2013.  The interstate provision for uncollectibles related to this traffic is
estimated to be $2,461,934 and is reflected in INAD’s cost of operations for the projected period 
ending June 30, 2013.  

INAD's proposed tariff rate of $0.00623 is targeted to generate a return of 10.92% on 
investment for the projected test period ended June 30, 2013. INAD's cost support material has 

1 The term call aggregator refers to businesses that generate high-volume traffic, such as conference call companies, 
chat line providers, and fax broadcasters. 



been developed using procedures prescribed by the Federal Communications Commission as 
follows: 

A) Financial reporting is in accordance with the Uniform Systems of Accounts and 
Financial Reporting Requirements of Class A and Class B Telephone Companies, 
CC Docket 78-196 (Part 32 Order) and all subsequent revisions to the rules 
adopted through the period June 15, 2012. 

B) Jurisdictional allocation is in accordance with Federal Communications 
Commission's Rules adopted in CC Docket Nos. 78-72, 80-286, 86-297 and FCC 
Docket 87-134 released August 18, 1987 (Part 36 Order) and all subsequent 
revisions to the rules adopted through the period June 15, 2012. 

C) Access rate development is performed in accordance with CC Docket No. 87-113 
released August 18, 1987 (Part 69 Conformance Notice) and subsequent 
modifications including CC Docket No. 00-256, Second Report and Order and 
Notice of Proposed Rulemaking, 16 FCC Rcd 19613 (2001), (“Rate-of-Return 
Access Charge Reform Order”.

The proposed access service tariff maintains the method of charging for interstate access 
by major rate element.  INAD proposes a centralized equal access switched transport rate of
$0.00623 and anticipates this rate will remain in effect through June 30, 2014. 

Development of cost support as contained in the tariff filing was accomplished as 
follows: 

 1) Projection of test period investment, revenue and expense was determined based 
on the best estimates of management using fixed, known and measurable amounts 
from INAD's 2012 and 2013 operating budgets.  Anticipated changes in 
investments and reserves were reflected in conjunction with INAD's ongoing 
construction and modernization programs.  Revenues were adjusted to reflect the 
projected decrease in access minutes during the test period from the year 2011.

 2) Projection of the test period INAD revenue requirement was accomplished using 
FCC Part 64 cost allocation procedures applied to total company projected 
investment and expense amounts determined in (1) above.  INAD's revenue 
requirement summary data is contained in Section 5 of the cost support material. 

 3) Projection of the test period interstate access revenue requirement was 
accomplished using Parts 36/69 separation procedures applied to projected total 
INAD investment and expense amounts determined in (2) above.  INAD’s 
interstate access revenue requirement was determined using a return on 



investment of 11.25% which reflects the rate of return currently authorized by the 
FCC for interstate ratemaking purposes.  The summary Part 36 and Part 69 
revenue requirements are contained in Sections 3 and 4 of the cost support 
material.

4) Projected interstate access minutes for the period ending June 30, 2013 reflect a
decrease of 12.88% from the historical period ending December 31, 2011.
Interstate access minutes for the period ending June 30, 2013 are projected to be 
3,339,631,164 compared to 3,450,907,011 for the projected period ending June 
30, 2012 and 3,833,504,867 for the actual period ended December 31, 2011.
Projected access minutes for the test period ending June 30, 2013 are presented on 
Schedule B following.  The decrease in test period projected interstate access 
minutes from actual interstate access minutes for the year 2011 results primarily 
from anticipated decreases in independent local exchange carrier traffic, including 
call aggregator traffic, carried over the INS network that are being recovered 
through access charges billed to long distance companies.  In its 2012 annual 
access tariff filing, NECA has forecast a reduction in interstate switched access 
traffic of 11.9% during the 2012-2013 test period.  As most of the local exchange 
carriers that originate or terminate traffic over the INS network are NECA 
members, INS’ traffic volume will be impacted by the reduction in traffic that 
those local exchange carriers expect to deliver to INS’ network.  INAD’s 
projected change in access minutes for the test period ending June 30, 2013 
appears to be consistent with changes being recognized by NECA and other 
telecommunication service providers in the industry during the time periods 
reflected above.

 5) INAD's interstate access revenue requirement determined in (3) above for the 
projected period ending June 30, 2013 amounts to $20,839,116 and is presented in 
Section 3 of the cost support material.  The interstate revenue requirement was 
reduced by the amount of projected interstate revenues from nonrecurring charges
of $23,148 to arrive at the amount of $20,815,968 representing the target revenue 
requirement to be recovered from the recurring centralized equal access switched 
transport rate.

  6) The allowable projected switched transport charge supported by the projected 
costs of INAD is determined by dividing the remaining interstate revenue 
requirement of $20,815,968 determined in (5) above by projected access minutes 
of 3,339,631,164 determined in (4) above resulting in a cost of $0.00623 per 
access minute.  An analysis of the development of the allowable interstate 
switched transport rate is presented on Schedule A in Section 2. INAD proposes 
to reduce its existing interstate switched transport rate of $0.00819 to the rate of 
$0.00623 effective for access billings on July 3, 2012. 



The 2012 annual access tariff filing is supplemented by the enclosed cost support 
material.  Schedule A reflects INAD's existing switched transport charge of $0.00819 compared 
with its supported rate of $0.00623.  Through this filing, INAD proposes to reduce its existing 
switched transport charge of $0.00819 to the supported rate of $0.00623 based on the test period 
ending June 30, 2013.  The proposed rate of $0.00623 will become effective for access billings 
on July 3, 2012.  The proposed switched transport charge will produce revenues that will 
generate a rate of return on investment of 10.95 % for the test period ended June 30, 2013.  

Included in the cost support material are schedules depicting projected investment and 
expense data, demand quantities, jurisdictional cost allocations and rate calculations for the 
twelve-month period ending June 30, 2013.  Cost and revenue data for the historical period from 
January 1 through December 31, 2011 is contained in the Company's Tariff Review Plan (TRP) 
which has been filed under separate cover.

This filing is presented to comply with the Commission's Order, July 3, 2012 Annual 
Access Tariff Filings, DA 12-482, and Material to be Filed in Support of 2012 Annual Access 
Tariff Filings, DA 12-575, establishing the Tariff Review Plan (TRP) schedules to be filed in 
support of the annual access charge tariff filing.  With this filing, INAD proposes to reduce its
switched transport charge from the existing rate of $0.00819 to the proposed rate of $0.00623 
effective July 3, 2012 through June 30, 2014. 



 

 

 

 

 

 

 

SECTION 2 



IOWA NETWORK SERVICES, INC. SECTION 2
IOWA NETWORK ACCESS DIVISION SCHEDULE A
INTERSTATE ACCESS RATE DEVELOPMENT
TRANSMITTAL NO. 29
PROJECTED TEST PERIOD ENDED 6/30/2013

CURRENT COST
SOURCE RATE SUPPORT DIFFERENCE

1 SWITCHED TRANSPORT RATE (BELOW) $0.00819 $0.00623 ($0.00196)

2 STUDY PERIOD ACCESS MINUTES SCHEDULE B 3,339,631,164 3,339,631,164

3 STUDY PERIOD ACCESS REVENUE LN 1*LN 2 $27,351,579 $20,805,902 ($6,545,677)

ACCESS RATE DEVELOPMENT   SOURCE AMOUNT

4   PROJECTED REVENUE REQUIREMENT SECTION 4 $20,839,116   (1)

5   LESS: MISCELLANEOUS REVENUE   RECORDS 23,148

7   ACCESS REVENUE REQUIREMENT LN 4-LN 5 $20,815,968

8   PROJECTED ACCESS MINUTES SCHEDULE B 3,339,631,164

9   PROJECTED ACCESS RATE PER MOU LN 4/LN 5 $0.00623

 (1)  -  Includes bad debt expense of $2,461,934



IOWA NETWORK SERVICES, INC. SECTION 2
IOWA NETWORK ACCESS DIVISION SCHEDULE B
EQUAL ACCESS MOU SUMMARY
TRANSMITTAL NO. 29
PROJECTED TEST PERIOD ENDED 6/30/2013

ORIGINATING TERMINATING
PRO FORMA ALL CARRIERS DAYS MINUTES MINUTES REVENUES

7/1/2012 - 7/31/2012 31 24,214,739 302,129,446 $2,033,124.27
8/1/2012 - 8/31/2012 31 17,539,472 218,841,557 $1,472,653.82
9/1/2012 - 9/30/2012 30 20,306,220 253,362,519 $1,704,956.25
10/1/2012 - 10/31/2012 31 21,017,832 262,241,354 $1,764,704.73
11/1/2012 - 11/30/2012 30 20,365,862 254,106,675 $1,709,963.91
12/1/2012 - 12/31/2012 31 21,065,673 262,838,280 $1,768,721.63
1/1/2013 - 1/31/2013 31 21,083,691 263,063,094 $1,770,234.47
2/1/2013 - 2/28/2013 28 19,057,274 237,779,303 $1,600,091.88
3/1/2013 - 3/31/2013 31 21,111,467 263,409,657 $1,772,566.60
4/1/2013 - 4/30/2013 30 20,442,187 255,058,989 $1,716,372.33
5/1/2013 - 5/31/2013 31 21,134,176 263,692,999 $1,774,473.30
6/1/2013 - 6/30/2013 30 20,462,037 255,306,659 $1,718,038.97

--------------------- --------------------- ------------------------
  TOTAL 247,800,632 3,091,830,532 $20,805,902.15

============ ============ =============

  3rd QUARTER 62,060,431 774,333,523 $5,210,734.33
  4th QUARTER 62,449,367 779,186,309 $5,243,390.26
  1st QUARTER 61,252,433 764,252,054 $5,142,892.95
  2nd QUARTER 62,038,401 774,058,646 $5,208,884.60
  TOTAL COMPANY 247,800,632 3,091,830,532 $20,805,902.15

TOTAL INTERSTATE
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IOWA NETWORK ACCESS DIVISION

INTRODUCTION, OVERVIEW AND RATE DEVELOPMENT

INTRODUCTION

This filing supports revisions to Iowa Network Access Division Tariff F.C.C. No. 1 in 
accordance with the Federal Communications Commission's (FCC) Order, In the Matter of July
2, 2013 Annual Access Charge Tariff Filings, DA 13-553, WC Docket No. 13-76 (released 
March 26, 2013). This Order establishes procedures for the 2013 filing of annual access charge 
tariffs and Tariff Review Plans (TRPs) for incumbent local exchange carriers (ILECs) subject to 
price caps, as well as rate of return ILECs subject to Section 61.39 of the Commission’s rules1

and those carriers subject to Section 61.38 of the Commission’s rules that are either required to 
or choose to revise their Access Recovery Charge (ARC) and/or revise their rates.2 The 
requirements for summary cost material to support the annual access charge filings to be 
submitted on or before June 17, 2013 are presented in the Commission’s Order, In the Matter of 
Material to be Filed in Support of 2013 Annual Access Tariff Filings, DA 13-789, WC Docket 
No. 13-76 (released April 19, 2013). 

This 2013 Annual Access Charge Tariff Filing covers the scheduled effective period from 
July 2, 2013 through June 30, 2014.  This documentation volume contains the introduction, 
overview, rate development narrative, access rate development and corresponding cost support 
material to be filed with the FCC on June 17, 2013.

OVERVIEW

Schedule A of Section 2 presents a summary of the proposed rate to be effective July 2,
2013.  Iowa Network Access Division ("INAD") proposes to increase its existing switched 
transport rate from its existing rate of $0.00623 per minute of use to a rate of $0.00896 effective 
July 2, 2013.  The Company's proposed switched transport rate of $0.00896 per access minute is 
projected to generate switched transport revenues of $26,212,794 resulting in a return of 10.79%
on interstate investments for the projected twelve-month period ending June 30, 2014.  
  
 For the year 2012, INAD's regulated revenue from interstate access services amounted to 
$25,537,382 which resulted in a return of 64.57% on its interstate investment.  INAD is currently 
projecting a loss for the year 2013 which will offset the overearnings for the year 2012.  For the 
2010/2011 monitoring period, INAD experienced a return of 9.45%.  During this period, the FCC 

1 47 C.F.R. § 61.39 (rate of return carriers that file tariffs based on historical costs and demand). 
2 47 C.F.R. § § 51.915(e) and 61.38 (rate of return carriers that file tariffs based on projected costs and demand). 
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authorized a maximum rate of return for interstate access operations of 11.50% with a target of 
11.25%.

 Interstate access minutes declined at the rate of 7.54% during 2012 to 3,544,392,104 from 
3,833,504,867 in 2011.  During the year 2011, INAD recorded interstate traffic growth of 4.17%
over the year 2010.  For the year 2012, INAD began experiencing reductions in MOUs when 
compared with historical MOUs reflected during 2011.  For the test period ending June 30, 2013,
INAD projected interstate access minutes of 3,339,631,164 reflecting a decrease of 5.78% from 
the year 2012.  For the test period ending June 30, 2014, INAD is projecting interstate access 
minutes of 2,925,535,070, representing a decrease of 12.40% from projected access minutes of 
3,339,631,164 for the projected period ending June 30, 2013. The decrease in interstate traffic 
for the projected test period results primarily from continued reductions in interstate access 
minutes by independent local exchange carriers that originate or terminate calls over the INS 
network. In its 2012 annual access tariff filing, NECA forecast a reduction in interstate switched 
access traffic of 11.9% for the 2012-2013 test period.  INAD anticipates that NECA will report 
further reductions in interstate switched access minutes in its 2013 annual access tariff filing.  As 
most of the local exchange carriers that originate or terminate traffic over the INS network are 
NECA members, INS’ traffic volume will be impacted by the reduction in traffic that those local 
exchange carriers expect to exchange with interexchange carriers using INS’ network.

Over the years, Iowa Network Services, Inc. (“INS”) has implemented a state of the art 
fiber network throughout the state of Iowa that is being used to provide equal access services to 
interexchange carriers serving nearly all rural Independent Local Exchange Carriers (ILECs) in 
the state.  This state of the art network provides full switching and transport redundancy for 
interexchange carriers serving rural Iowa.  As this network ages, INS has plans to upgrade its 
fiber routes and electronics to bring newer technologies and increased capacity in areas where 
needed.  Approximately $20.3 million has been expended since 20103 and an additional $22.5
million is planned for 2013.

During 2007, INAD began to experience an increase in its uncollectible revenues from an 
Interexchange Carrier (“IXC”) as a result of billing disputes over the classification and 
quantification of interstate access minutes related to high volume traffic terminated by the IXC to 
ILEC locations in Iowa.  The disputed traffic is being terminated by the IXC to ILEC locations in 
Iowa using the equal access network of INAD.  During the year 2012, INAD recorded a 
provision for uncollectibles relating to the interstate billing for this traffic in the amount of 
$4,881,005.  INAD continues to bill the IXC for all traffic terminated over its network and 
includes this disputed traffic in its minute of use and revenue projections for the twelve month 
period ending June 30, 2014.  The interstate provision for uncollectibles related to this traffic is 
estimated to be $3,961,008 and is reflected in INAD’s cost of operations for the projected period 
ending June 30, 2014.

 INAD's proposed tariff rate of $0.00896 is targeted to generate a return of 10.79% on 
investment for the projected test period ended June 30, 2014.  INAD's cost support material has 

3 Plant additions amounted to $7.1 million in 2011 and $13.2 million in 2012. 
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been developed using procedures prescribed by the Federal Communications Commission as 
follows: 

A) Financial reporting is in accordance with the Uniform Systems of Accounts and 
Financial Reporting Requirements of Class A and Class B Telephone Companies, 
CC Docket 78-196 (Part 32 Order) and all subsequent revisions to the rules 
adopted through the period June 15, 2013. 

B) Jurisdictional allocation is in accordance with Federal Communications 
Commission's Rules adopted in CC Docket Nos. 78-72, 80-286, 86-297 and FCC 
Docket 87-134 released August 18, 1987 (Part 36 Order) and all subsequent 
revisions to the rules adopted through the period June 15, 2013.

C) Access rate development is performed in accordance with CC Docket No. 87-113 
released August 18, 1987 (Part 69 Conformance Notice) and subsequent 
modifications to the extent applicable to INAD including CC Docket No. 00-256, 
Second Report and Order and Notice of Proposed Rulemaking, 16 FCC Rcd 
19613 (2001), (“Rate-of-Return Access Charge Reform Order”) and WC Docket 
No. 10-90 et al., Report and Order and Further Notice of Proposed Rulemaking,
FCC 11-161 (rel Nov. 18, 2011) (“USF/ICC Transformation Order”).

The proposed access service tariff maintains the method of charging for interstate access 
by major rate element.  INAD proposes a centralized equal access switched transport rate of
$0.00896 and anticipates this rate will remain in effect through June 30, 2014.

RATE DEVELOPMENT

Development of cost support as contained in the tariff filing was accomplished as 
follows: 

 1) Projection of test period investment, revenue and expense was determined based 
on the best estimates of management using fixed, known and measurable amounts 
from the 2013 and 2014 operating budgets of Iowa Network Services, Inc. 
(“INS”) and INAD.  Anticipated changes in investments and reserves were 
reflected in conjunction with INS and INAD's ongoing construction and 
modernization programs.  INAD revenues were adjusted to reflect the projected 
decrease in access minutes during the test period from the year 2012.

 2) Projection of the test period INAD revenue requirement was accomplished using 
FCC Part 64 cost allocation procedures applied to total company projected 
investment and expense amounts determined in (1) above.  INAD's revenue 
requirement summary data is contained in Section 5 of the cost support material. 
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 3) Projection of the test period interstate access revenue requirement was 
accomplished using Parts 36/69 separation procedures applied to projected total 
INAD investment and expense amounts determined in (2) above.  INAD’s 
interstate access revenue requirement was determined using a return on 
investment of 11.25% which reflects the rate of return currently authorized by the 
FCC for interstate ratemaking purposes.  The summary Part 36 and Part 69 
revenue requirements are contained in Sections 3 and 4 of the cost support 
material. 

4) Projected interstate access minutes for the period ending June 30, 2014 reflect a
decrease of 17.46% from the historical period ending December 31, 2012.
Interstate access minutes for the period ending June 30, 2014 are projected to be 
2,925,535,070 compared to 3,339,631,164 for the projected period ending June 
30, 2013 and 3,544,392,104 for the actual period ended December 31, 2012.
Projected access minutes for the test period ending June 30, 2014 are presented on 
Schedule B following.  The decrease in test period projected interstate access 
minutes from actual interstate access minutes for the year 2012 results primarily 
from anticipated decreases in traffic exchanged between interexchange carriers 
and independent local exchange carriers carried over the INS network that are 
being recovered through access charges billed to long distance companies.  In its 
2012 annual access tariff filing, NECA forecast a reduction in interstate switched 
access traffic of 11.9% during the 2012-2013 test period.  INAD anticipates that 
NECA will report further reductions in interstate switched access minutes in its 
2013 annual access tariff filing.  As most of the local exchange carriers that 
originate or terminate traffic over the INS network are NECA members, INS’ 
traffic volume will be impacted by the reduction in traffic that those local 
exchange carriers expect to deliver to INS’ network.  INAD’s projected change in 
access minutes for the test period ending June 30, 2014 appears to be consistent 
with changes being recognized by NECA and other telecommunication service 
providers in the industry during the time periods reflected above.

 5) INAD's interstate access revenue requirement determined in (3) above for the 
projected period ending June 30, 2014 amounts to $26,254,447 and is presented in 
Section 3 of the cost support material. The interstate revenue requirement was 
reduced by the amount of projected interstate revenues from nonrecurring charges 
of $25,450 to arrive at the amount of $26,228,997 representing the target revenue 
requirement to be recovered from the recurring centralized equal access switched 
transport rate.  INAD’s revenue requirement reflects an increase in transport costs 
that INS will incur to transport the traffic of interexchange carriers the additional 
mileage resulting from the Commission’s decision in AT&T Corp. v. Alpine 
Communications, LLC, 27 FCC Rcd 11511 (2012), recon. denied 27 FCC Rcd 
16606 (2012). 

  6) The allowable projected switched transport charge supported by the projected 
costs of INAD is determined by dividing the remaining interstate revenue 
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requirement of $26,228,997 determined in (5) above by projected test period 
access minutes of 2,925,535,070 determined in (4) above resulting in a cost of 
$0.00896 per access minute.  An analysis of the development of the allowable 
interstate switched transport rate is presented on Schedule A in Section 2.  INAD 
proposes to increase its existing interstate switched transport rate of $0.00623 to 
the rate of $0.00896 effective for access billings on July 2, 2013.

SUMMARY

The 2013 annual access tariff filing is supplemented by the enclosed cost support
material.  Schedule A reflects INAD's existing switched transport charge of $0.00623 compared 
with its supported rate of $0.00896.  Through this filing, INAD proposes to increase its existing 
switched transport charge of $0.00623 to the supported rate of $0.00896 based on the test period 
ending June 30, 2014.  The proposed rate of $0.00896 will become effective for access billings 
on July 2, 2013. The proposed switched transport charge will produce revenues that will 
generate a rate of return on investment of 10.79 % for the projected test period ended June 30, 
2014.

 Included in the cost support material are schedules depicting projected investment and 
expense data, demand quantities, jurisdictional cost allocations and rate calculations for the 
projected twelve-month period ending June 30, 2014.  Cost and revenue data for the historical 
period from January 1 through December 31, 2012 is contained in the Company's Tariff Review 
Plan (TRP) which has been filed under separate cover. 

This filing is presented to comply with the Commission's Orders, July 2, 2013 Annual 
Access Charge Tariff Filings, DA 13-553, and Material to be Filed in Support of 2013 Annual 
Access Tariff Filings, DA 13-76, establishing the Tariff Review Plan (TRP) schedules to be filed 
in support of the annual access charge tariff filing.  With this filing, INAD proposes to increase
its switched transport charge from the existing rate of $0.00623 to the proposed rate of $0.00896
effective July 2, 2013 through June 30, 2014.
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AT&T Exhibit 18 

Aureon 2014 Tariff Filing (filed June 
16, 2014)

[AT&T Exhibit 21 to Complaint Proceeding]
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IOWA NETWORK SERVICES, INC. SECTION 2
IOWA NETWORK ACCESS DIVISION SCHEDULE A
INTERSTATE ACCESS RATE DEVELOPMENT
TRANSMITTAL NO. 
PROJECTED TEST PERIOD ENDED 6/30/2015

CURRENT COST
SOURCE RATE SUPPORT DIFFERENCE

1 SWITCHED TRANSPORT RATE (BELOW) $0.00896 $0.01297 $0.00401

2 STUDY PERIOD ACCESS MINUTES SCHEDULE B 2,019,322,322 2,019,322,322  

3 STUDY PERIOD ACCESS REVENUE LN 1*LN 2 $18,093,128 $26,190,611 $8,097,483

ACCESS RATE DEVELOPMENT   SOURCE AMOUNT

4   PROJECTED REVENUE REQUIREMENT SECTION 4 $26,211,200

5   LESS: MISCELLANEOUS REVENUE   RECORDS 26,706

7   ACCESS REVENUE REQUIREMENT LN 4-LN 5 $26,184,494

8   PROJECTED ACCESS MINUTES SCHEDULE B 2,019,322,322  

9   PROJECTED ACCESS RATE PER MOU LN 4/LN 5 $0.01297
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IOWA NETWORK SERVICES, INC. SECTION 2
IOWA NETWORK ACCESS DIVISION SCHEDULE B
EQUAL ACCESS MOU SUMMARY
TRANSMITTAL NO. 
PROJECTED TEST PERIOD ENDED 6/30/2015

TOTAL INTERSTATE
TOTAL

PRO FORMA ALL CARRIERS DAYS MINUTES REVENUES

7/1/2014 - 7/31/2014 31 173,297,817     $1,552,748.44
8/1/2014 - 8/31/2014 31 172,359,816     $1,544,343.95
9/1/2014 - 9/30/2014 30 171,429,523     $1,536,008.53
10/1/2014 - 10/31/2014 31 170,506,859     $1,527,741.46
11/1/2014 - 11/30/2014 30 169,591,742     $1,519,542.01
12/1/2014 - 12/31/2014 31 168,684,095     $1,511,409.49
1/1/2015 - 1/31/2015 31 167,783,837     $1,503,343.18
2/1/2015 - 2/28/2015 28 166,890,893     $1,495,342.40
3/1/2015 - 3/31/2015 31 166,005,186     $1,487,406.47
4/1/2015 - 4/30/2015 30 165,126,640     $1,479,534.69
5/1/2015 - 5/31/2015 31 164,255,180     $1,471,726.41
6/1/2015 - 6/30/2015 30 163,390,734     $1,463,980.98

  TOTAL 2,019,322,322 $18,093,128.01

  3rd QUARTER 517,087,156 $4,633,100.92
  4th QUARTER 508,782,696 $4,558,692.96
  1st QUARTER 500,679,916 $4,486,092.05
  2nd QUARTER 492,772,554 $4,415,242.08
  TOTAL COMPANY 2,019,322,322 $18,093,128.01
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AT&T Exhibit 19 

Aureon 2016 Tariff Filing (filed June 
16, 2016)

[AT&T Exhibit 22 to Complaint Proceeding]
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TARIFF REVIEW PLAN 
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 2016 Annual Filing ROR TRP  
RORCOS-1(P)     Pages 1-2 

  RORCOS-1(H)     Pages 3-4 
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  RORRTE-2     Page 13 
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  RORDMD-2     Page 15 
  RORDMD-3     Page 16 
  RORERN-1     Page 17 
   
 2016 ROR ILEC ICC Data    Not Applicable 

 2016 ROR ILEC 2016-17 Summary TRP  Not Applicable 

 2016 Rate Ceiling CAF Final   Not Applicable 

 2016 Rate Ceiling No CAF Final   Not Applicable 

 2016 Tariff Rate Comp CAF Final   Not Applicable 

 2016 Tariff Rate Comp No CAF Final  Not Applicable 

 2016 True Up Final BRI-RES   Not Applicable 

 2016 True Up Final BRI-SLB   Not Applicable 

 Certification 
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IOWA NETWORK SERVICES, INC. SECTION 2
IOWA NETWORK ACCESS DIVISION SCHEDULE A
INTERSTATE ACCESS RATE DEVELOPMENT
TRANSMITTAL NO. 
PROJECTED TEST PERIOD ENDED 06/30/17

CURRENT COST
SOURCE RATE SUPPORT DIFFERENCE

1 SWITCHED TRANSPORT RATE (BELOW) $0.00896 $0.01332 $0.00436

2 STUDY PERIOD ACCESS MINUTES SCHEDULE B 2,508,443,160 2,508,443,160

3 STUDY PERIOD ACCESS REVENUE LN 1*LN 2 $22,475,651 $33,412,463 $10,936,812

ACCESS RATE DEVELOPMENT   SOURCE AMOUNT

4   PROJECTED REVENUE REQUIREMENT SECTION 4 $33,428,538

5   LESS: MISCELLANEOUS REVENUE   RECORDS 20,731

7   ACCESS REVENUE REQUIREMENT LN 4-LN 5 $33,407,807

8   PROJECTED ACCESS MINUTES SCHEDULE B 2,508,443,160

9   PROJECTED ACCESS RATE PER MOU LN 4/LN 5 $0.01332

PUBLIC VERSION



IOWA NETWORK SERVICES, INC. SECTION 2
IOWA NETWORK ACCESS DIVISION SCHEDULE B
INTERSTATE ACCESS BILLING SUMMARY
TRANSMITTAL NO. 
PROJECTED TEST PERIOD ENDED 06/30/17

TOTAL INTERSTATE
PRO FORMA ALL CARRIERS DAYS MINUTES REVENUES

12/29/2016-1/28/2017 31 198,343,099 $1,777,154
1/29/2017-2/28/2017 31 200,848,466 $1,799,602
3/1/2017-3/30/2017 30 201,117,919 $1,802,017
3/31/2017-4/30/2017 31 210,614,815 $1,887,109
5/1/2017-5/30/2017 30 205,937,911 $1,845,204
5/31/2017-6/30/2017 31 214,522,187 $1,922,119
7/1/2017-7/31/2017 31 216,011,744 $1,935,465
8/1/2017-8/28/2017 28 196,266,793 $1,758,550
8/29/2017-9/28/2017 31 218,327,292 $1,956,213
9/29/2017-10/28/2017 30 212,269,665 $1,901,936
10/29/2017-11/28/2017 31 220,237,427 $1,973,327
11/29/2017-12/28/2017 30 213,945,841 $1,916,955

  TOTAL 365 2,508,443,160 $22,475,651

  3rd QUARTER 600,309,485 $5,378,773
  4th QUARTER 631,074,913 $5,654,431
  1st QUARTER 630,605,829 $5,650,228
  2nd QUARTER 646,452,933 $5,792,218
  TOTAL COMPANY 2,508,443,160 $22,475,651
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IOWA NETWORK SERVICES, INC. COST SUPPORT MATERIAL SECTION 5
FILING PERIOD:  7/1/16 - 6/30/17 PART 64 SEPARATIONS 6/10/2016

 S-1,1of1 REVENUE REQUIREMENT SUMMARY  S-1,1of1

TOTAL ALLOCATION ACCESS
 LN DESCRIPTION A/C NOTE COMPANY BASIS DIVISION OTHER

REVENUE REQUIREMENT SUMMARY
1  NET INVESTMENT FOR SETTLEMENTS  73,736,360   NOTE A 4,346,064 69,390,296
2  RATE OF RETURN 10.8339% 9.5000%
3  RETURN ON INVESTMENT 7,062,927   LN1*LN 2 470,849 6,592,078
4  ALLOWANCE FOR FUNDS USED DURING CONSTR 0   S-8,LN 30 0 0
5  NET RETURN FOR SETTLEMENTS 7,062,927   LN 3-LN 4 470,849 6,592,078
6  TOTAL ITC AMORTIZATION 0 S-12,LN 32 0 0
7  FEDERAL OPERATING INCOME TAX (ACTUAL) 0 0 0
8  FEDERAL OPERATING INCOME TAX (OPTION) 2,883,226   LN28-LN11 189,348 2,693,878
9  STATE AND LOCAL INCOME TAX (ACTUAL) 0 0 0

10  STATE AND LOCAL INCOME TAX (OPTION) 959,790   LN 32 63,032 896,759
11  PROVISION FOR DEFERRED INCOME TAX 0   S-12,LN 36 0 0
13  OPERATING EXPENSE AND TAX 75,322,079   S-8,LN 20 18,023,505 57,298,574
14  NONOPERATING EXPENSE 513,132   S-8,LN 25 47,855 465,277
15  UNCOLLECTIBLES 16,816,800   S-8,LN 29 16,816,800 0
16    BASIS FOR GROSS RECEIPTS TAX 103,557,954 35,611,388 67,946,566
17  GROSS RECEIPTS TAX RATE (GROSS UP) 0.0000% 0.0000%
18  GROSS RECEIPTS TAX 0 0 0
19    TOTAL REVENUE REQUIREMENT 103,557,954 35,611,388 67,946,566

NOTE A: INCLUDES NET TEL PLANT FROM SCH S-2,LN 33 LESS A/C's 2004 ,2006 ,2007 AND 1402.

*********** ********* ********************************************************************* ******** ************ ****************** ******************* ****************** ******************

OPTIONAL GROSS UP INCOME TAX CALCULATION
20  RETURN ON INVESTMENT 7,062,927   LN 3 470,849 6,592,078
21  INTEREST AND RELATED ITEMS 1,466,076   S-12,LN 22 103,291 1,362,785
22  OTHER INCOME ADJUSTMENTS 0   S-12,LN 27+28 0 0
23  TOTAL INCOME ADJUSTMENTS 1,466,076   LN 21+22 103,291 1,362,785
24  FEDERAL ITC AMORTIZATION 0   S-12,LN 32 0 0
25  FEDERAL TAXABLE INCOME 8,480,077 556,906 7,923,171
26  FEDERAL INCOME TAX                  @ 34.00% 2,883,226   LN 25*FIT 189,348 2,693,878
27  FEDERAL SURTAX ALLOCATION 0   S-2,LN 32 0 0
28  NET FEDERAL INCOME TAX BEFORE ITC 2,883,226   LN26-LN27 189,348 2,693,878
29  STATE TAXABLE INCOME 7,998,254 525,263 7,472,991
30  STATE INCOME TAX                    @ 12.00% 959,790   LN 29*SIT 63,032 896,759
31  STATE SURTAX EXEMPTION 0   S-2,LN 32 0 0
32  NET STATE INCOME TAX BEFORE ITC 959,790   LN30-LN31 63,032 896,759
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IOWA NETWORK SERVICES, INC. COST SUPPORT MATERIAL SECTION 5
FILING PERIOD:  7/1/16 - 6/30/17 PART 64 SEPARATIONS 6/10/2016

 S-2,1of1 SUMMARY OF NET TELEPHONE PLANT, M&S AND WORKING CAPITAL  S-2,1of1

TOTAL ALLOCATION ACCESS
 LN DESCRIPTION A/C NOTE COMPANY BASIS DIVISION OTHER

NET INVESTMENT SUMMARY
1  GENERAL SUPPORT FACILITIES 2110 22,161,159 S-3,LN 27 7,550,098 14,611,061
2  CENTRAL OFFICE SWITCHING EQUIPMENT 2210 39,349,851 S-4,LN 17 28,234,815 11,115,036
3  CENTRAL OFFICE TRANSMISSION EQUIPMENT 2230 60,653,072 S-4,LN 31 0 60,653,072
4  CABLE AND WIRE FACILITIES 2410 74,886,654 S-5,LN 16 0 74,886,654
5  TANGIBLE ASSETS 2680 3,671,236 S-3,LN 54 1,250,756 2,420,481
6  INTANGIBLE ASSETS 2690 0 S-3,LN 61 0 0
7    TOTAL PLANT IN SERVICE  A/C 2001 200,721,973 37,035,669 163,686,304
8    % DISTRIBUTION 100.0000% 18.4512% 81.5488%
9  PROPERTY HELD FOR FUTURE USE 2002 0 S-6,LN 9 0 0

10  PLANT UNDER CONSTR - SHORT TERM 2003 52,535 S-6,LN 15 9,799 42,736
11  PLANT UNDER CONSTR - LONG TERM 2004 0 S-6,LN 21 0 0
12  TELEPHONE PLANT ADJUSTMENT 2005 0 S-6,LN 27 0 0
13  NONOPERATING PLANT 2006 2,173,393 DIRECT 2,173,393
14  GOODWILL 2007 0 DIRECT 0
15    TOTAL PROPERTY, PLANT & EQUIPMENT 202,947,900 37,045,468 165,902,432
16    % DISTRIBUTION 100.0000% 18.2537% 81.7463%
17  ACCUM DEPRECIATION - PLANT IN SERVICE 3100 131,467,475 S-7,LN 30 32,987,553 98,479,922
18  ACCUM DEPRECIATION - FUTURE USE 3200 0 S-7,LN 31 0 0
19  ACCUM AMORTIZATION - TANGIBLE PROPERTY 3400 3,596,636 S-7,LN 36 1,225,340 2,371,296
20  ACCUM AMORTIZATION - INTANGIBLE PROPERTY 3500 0 S-7,LN 37 0 0
21  ACCUM AMORTIZATION - TEL PLANT ADJUSTMENT 3600 0 S-7,LN 38 0 0
22  OPERATING DEFERRED INCOME TAX - NET VAR -4,786,075 S-7,LN 44 -869,163 -3,916,912
23  OTHER DEFERRED CREDITS - NET 4360 0 S-7,LN 49 0 0
24    NET TELEPHONE PLANT 72,669,863 3,701,738 68,968,126
25    % DISTRIBUTION 100.0000% 5.0939% 94.9061%
26  MATERIALS AND SUPPLIES 1220 405,656 S-6,LN 32 0 405,656
27  PREPAID EXPENSES 1300 0 S-6,LN 37 0 0
28  INVESTMENT IN NONAFFILIATED CO'S 1402 210,923,907 S-6,LN 38 0 210,923,907
29  OTHER JURISDICTIONAL ASSETS 1500 0 S-6,LN 39 0 0
30  CASH WORKING CAPITAL XXXX 2,834,234 COMPUTED 644,327 2,189,907
31    NET TEL PLANT, M&S AND CASH WORKING CAPITAL 286,833,660 4,346,064 282,487,596
32    % DISTRIBUTION 100.0000% 1.5152% 98.4848%
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IOWA NETWORK SERVICES, INC. COST SUPPORT MATERIAL SECTION 5
FILING PERIOD:  7/1/16 - 6/30/17 PART 64 SEPARATIONS 6/10/2016

 S-8,1of1 SUMMARY OF OPERATING EXPENSE AND TAX S-8,1of1

TOTAL ALLOCATION ACCESS
 LN DESCRIPTION A/C NOTE COMPANY BASIS DIVISION OTHER

OPERATING EXPENSE AND TAX SUMMARY
1  NETWORK SUPPORT EXPENSE 6110 324,745   S-9,LN 13-23 9,162 315,583
2  GENERAL SUPPORT EXPENSE 6120 1,357,545  S-9,LN 24-27 64,107 1,293,438
3  CENTRAL OFFICE EXPENSE 6210 3,139,573 S-9,LN 33 345,168 2,794,405
4  CABLE AND WIRE FACILITIES EXPENSE 6410 17,861,701 S-9,LN 35 12,840,050 5,021,651
5  OTHER PLANT EXPENSE 6510 19,040,771 S-10,LN 6 4,361 19,036,410
6  NETWORK OPERATIONS EXPENSE 6530 6,700,630 S-10,LN 13 238,188 6,462,442
7  ACCESS CHARGE EXPENSE 6540 3,490,509 S-10,LN 15 0 3,490,509
8  MARKETING EXPENSE 6610 3,854,898 S-11,LN 15 32,276 3,822,622
9  SERVICES EXPENSE 6620 745,921 S-11,LN 39 92,764 653,157

10  EXECUTIVE AND PLANNING EXPENSE 6710 2,700,631 S-12,LN 7 464,732 2,235,899
11  GENERAL AND ADMINISTRATIVE EXPENSE 6720 8,385,205  S-12,LN 8-15 2,241,384 6,143,821
12    SUBTOTAL OPERATING EXPENSES 67,602,129 16,332,191 51,269,938
13    % DISTRIBUTION 100.0000% 24.1593% 75.8407%
14  DEPRECIATION - PLANT IN SERVICE 6561 6,651,998 S-10,LN 33 1,386,896 5,265,102
15  DEPRECIATION - FUTURE USE 6562 0 S-10,LN 34 0 0
16  AMORTIZATION - TANGIBLES 6563 0 S-3,LN42-44 0 0
17  AMORTIZATION - INTANGIBLES 6564 0 S-3,LN 45 0 0
18  AMORTIZATION - OTHER 6565 0 S-3,LN 46 0 0
19  OTHER OPERATING TAX 7240 1,067,952 S-12,LN 35 304,418 763,534
20    TOTAL OPERATING EXPENSE AND TAX 75,322,079 18,023,505 57,298,574
21    % DISTRIBUTION 100.0000% 23.9286% 76.0714%

NON OPERATING EXPENSE 7370
22  ABANDONED CONSTRUCTION 0   S-2,LN 8 0 0
23  CONTRIBUTIONS 190,131   S-12,LN 2 47,855 142,276
24  ALL OTHER 323,001   S-12,LN 2 0 323,001
25    TOTAL NON OPERATING EXPENSE 513,132 47,855 465,277
26    % DISTRIBUTION 100.0000% 9.3261% 90.6739%

UNCOLLECTIBLES
27  END USER MSG TOLLS 5310 0   DIRECT XXX XXX
28  IX CARRIER 5330 16,816,800   DIRECT 16,816,800 0
29    TOTAL UNCOLLECTIBLES 16,816,800 16,816,800 0

30 ALLOWANCE FOR FUNDS USED DURING CONSTR 7340 0   S-12,LN 4 0 0
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6. Switched Access Service (Cont’d) 

6.7 Rate Regulations (Cont’d) 

6.7.1 Description and Application of Rates and Charges (Cont’d) 

(D) Reserved for Future Use 

(E) Reserved for Future Use 

(F)  Application of the Switched Transport Rate 

The Switched Transport rate applies per access minute. 

6.7.2 Minimum Period 

Switched Access Service is provided for a minimum period of one (1) 
month.

6.7.3 Volume Discount Plan 

The volume discount plan establishes a switched transport rate of 
$0.00649 per access minute per month for Customers with a minimum 
monthly usage volume of at least 25 million interstate interlata 
terminating minutes-of-use and 80% or greater utilization of each trunk 
group.  The switched transport rate specified in section 6.8.1.(A) will 
apply to all access minutes less than the minimum usage volume 
specified above.  The Customer’s request for this discount plan will 
commence upon a signed service agreement between Iowa Network 
and the Customer. 

6.7.4 Reserved for Future Use 

6.7.5 Change of Feature Group Type 

Changes from one type of Feature Group to another will be treated as a 
discontinuance of one type of service and a start of another.  When a 
customer upgrades a Feature Group B service to Feature Group D 
service, minimum period obligations will not change, i.e., the time 
elapsed in the existing minimum period obligations will be credited to the 
minimum period obligations for Feature Group D service.  For all other 
changes from one type of Feature Group to another, new minimum 
period obligations will be established. 

6.7.6 Reserved for Future Use 

(X) Issued under authority of Special Permission No. 17-06 of the Federal Communications 
Commission. 
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Before the 
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554 

In the Matter of

AT&T CORP.
One AT&T Way
Bedminster, NJ 07921 
(202) 457-3090 

Complainant,

v.

IOWA NETWORK SERVICES, INC. 
d/b/a Aureon Network Services
7760 Office Plaza Drive South 
West Des Moines, IA 50266
(515) 830-0110 

Defendant.

Proceeding Number 17-56 
File No. EB-17-MD-001

DECLARATION OF JOHN W. HABIAK

I, John W. Habiak, of full age, hereby declare and certify as follows:

1. I am employed by Complainant AT&T Corp. (“AT&T”).  My job title is Carrier 

Relations Director, and I am in AT&T’s access management organization.  My responsibilities 

include carrier relations and fraud monitoring and, in that connection, I have become very familiar 

with the services provided by access providers and the associated billing for such services, as well 

as various access stimulation and other arbitrage schemes related to switched access services.  I 

am providing this Declaration in support of AT&T’s Formal Complaint against Iowa Network 

Services, d/b/a Aureon (“INS”).  The information provided in this Declaration is based on my 

personal knowledge and my review of documents and records kept by AT&T in the normal course 

PUBLIC VERSION 
REDACTED - FOR PUBLIC INSPECTION



of its business, as well as certain materials provided by INS.1

2. Based on my responsibilities, I am generally familiar with INS, its rates and 

operations as a centralized equal access (“CEA”) provider and INS’s billing of, and relationship 

with, AT&T.  I am also generally familiar with the reforms implemented by the Commission in its 

November 18, 2011, Order in the Connect America Fund proceeding, In re Connect America Fund,

26 FCC Rcd. 17663 (2011) (“Connect America Order”), as they pertain to interstate and intrastate 

access rates.  In addition, I have knowledge of INS’s transport of AT&T traffic bound for Great 

Lakes Communications Corp. (“Great Lakes”) and other competitive local exchange carriers 

(“CLECs”) engaged in access stimulation in Iowa.  Further, I am generally familiar with Qwest 

Corporation d/b/a CenturyLink QC (“CentruryLink”), which is an incumbent local exchange 

carrier (“ILEC”) operating in various locations in the United States (including Iowa), and with its 

switched access services.  And I am familiar with the volume of AT&T long distance calls handled 

by INS, as well as the volumes of AT&T calls directed to Great Lakes and other CLECs engaged 

in access stimulation that subtend the INS network.     

3. AT&T’s dispute with INS in this matter concerns AT&T’s role as a purchaser of 

services from INS, and not its role as a common carrier providing services to customers.

4. AT&T’s claims in its Formal Complaint are primarily directed at access stimulation 

traffic, which INS delivers to Great Lakes and other access stimulating CLECs for ultimate 

delivery to free conference and chat companies (“Free Calling Parties”) that have partnered with 

the access stimulating CLECs.

1 Documents referenced herein that are exhibits to AT&T’s Formal Complaint are referenced as 
“Ex. __,” with additional page numbering or other citation information as appropriate.    
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The Economics Of Access Stimulation. 

5. In my experience, access rates are generally higher in rural areas compared to urban 

areas because, among other things, rural local exchange carriers (“LECs”) have a smaller, more 

geographically-dispersed customer base than do LECs in urban areas.  

6. To take advantage of those high rates, CLECs engaged in access stimulation have 

historically located their operations in jurisdictions where they can benchmark their access rates 

to the rates of a rural ILEC with high access rates.  As a result, access stimulation schemes occur 

mostly in rural states, such as Iowa, which have a large number of rural ILECs with relatively high 

access rates.

7. In my experience, those CLECs engaged in access stimulation generally do not 

compete with the rural ILECs for local telecommunications customers.  Rather, such CLECs focus 

almost entirely on partnering with Free Calling Parties to drive traffic to the Free Calling Parties’ 

chat and conferencing equipment, which is generally located in the access stimulating CLEC’s 

central office.  The resulting increase in traffic generates significantly higher access revenues than 

would normally be expected in a rural area, which the access stimulating CLEC then shares with 

the Free Calling Parties with which it has partnered.      

8. Because CLECs generally have bottleneck monopolies with respect to their end 

user customers, AT&T and other long distance carriers can only transmit calls directed to those 

customers via the CLEC’s network.  Also, as I understand the Commission’s rules, AT&T is 

generally prohibited from “blocking” calls bound for CLECs (or any other carriers), even if a 

particular CLEC is engaged in a practice like access stimulation.    

9. To make matters worse, CLECs generally insist that they have the right to select 

both the route and the manner in which calls directed to their customers will be connected to their 
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networks.  Consequently, once a CLEC decides to engage in access stimulation and designates 

how access stimulation traffic is to be routed to its end office switch, AT&T and other long distance 

carriers are billed charges for all calls to that end office switch based on the routing chosen by the 

CLEC, regardless of whether the chosen route is efficient or cost-effective.   

10. Further to that point, inefficient routing, by definition, generates higher access 

charges than efficient routing does.  Therefore, because access stimulation involves the sharing of 

access revenues, there are obvious incentives for an access stimulating CLEC to route traffic in an 

inefficient way and thereby increase the access revenues available to be shared among the CLEC, 

its Free Calling Party partners, and other participants in the access stimulation scheme.

INS Played A Key Role In The Growth Of Access Stimulation In Iowa.

11. In Iowa, INS played an important role in the expansion of access stimulation, which 

grew rapidly after it first emerged in 2005.  Based on my experience, it was imperative for CLECs 

who wanted to engage in access stimulation to enter into arrangements with INS to transport their 

traffic from Des Moines to the local exchanges in which those CLECs operated.  

12. The reason access stimulating CLECs needed access to INS’s network was not to 

obtain the ability to provide equal access service to local residential and business customers.  For 

one thing, access stimulating CLECs, like Great Lakes, have few if any such customers.  Also, as 

I discuss below, the Free Calling Parties with which access stimulating CLECs generally partner 

have no need for the 1+ dialing capability that is the primary benefit of equal access service.  Their 

business model is based on receiving long distance calls, not originating such calls.    

13. Rather, the reason access stimulating CLECs needed access to INS’s network was 

because that network constituted the most attractive way to transport the huge volumes of access 

stimulation traffic to their remotely located end office switches.  These entities did not then have 
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[[END CONFIDENTIAL]]

16. As a result of these agreements, INS has transported massive volumes of access 

stimulation traffic on behalf of the access stimulating CLECs with which it has contracted.  As 

explained below, AT&T’s billing records indicate that approximately 90 percent of the AT&T 

traffic that AT&T delivers to INS is access stimulation traffic, with the remaining 10 percent 

legitimate CEA traffic.  Further, information provided by INS shows that access stimulation traffic 

was more than [[BEGIN HIGHLY CONFIDENTIAL]]  [[END HIGHLY

CONFIDENTIAL]] of INS’s total access traffic (Ex. 2, INS Worksheet (Aureon_02696–02708), 

at Aureon_02698–99, and that [[BEGIN HIGHLY CONFIDENTIAL]]  [[END HIGHLY

CONFIDENTIAL]] figure was higher than estimates reported in earlier INS worksheets (Exs.

74–76, INS Worksheets (Aureon_01934–38; 02180–85 ; 02394–99)), indicating that such traffic 

is growing.   

Legitimate CEA Traffic Differs Markedly From Access Stimulation Traffic.    

17. Based on my experience and general industry knowledge, I understand that CEA 

service was designed to facilitate the roll-out of equal access service to small, widely-dispersed 

rural LECs, whose switches did not have the capability to provide 1+ dialing to multiple long 

distance carriers.  Further, I understand that the networks of INS and other CEA providers were 

designed to create efficiencies by aggregating small volumes of long distance calls associated with 

a large number of rural LECs at a single connection point – the central tandem switch.   

18. Access stimulation traffic, which the Commission has stated is a “wasteful 
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arbitrage” practice and harmful to end user customers, differs markedly from legitimate CEA 

traffic in at least four ways.  

19. First, the Free Calling Party partners of access stimulating CLECs have no need for 

equal access service.  Equal access enables customers to use 1+ calling to reach their chosen (or 

presubscribed) long distance provider without dialing special access codes.  As such, equal access 

is relevant to originating long distance calls.  The business model of the Free Calling Parties, by 

contrast, depends on enticing large numbers of people to call them, and therefore traffic stimulated 

by the Free Calling Parties consists, almost exclusively, of long distance calls to the Free Calling 

Party conference and chat equipment located in the access stimulating CLECs’ central offices.  

The Free Calling Parties thus have no need to place any long distance calls, and therefore no need 

for equal access service.  Equal access service is irrelevant to access stimulation.  

20. Second, as previously noted, substantially all of the access stimulation traffic 

consists of terminating, not originating, traffic.  By contrast, the small, rural LECs for which CEA 

service was designed generally have a more balanced mix of originating and terminating access 

traffic.  Further, a key assumption underlying INS’s original application to provide CEA service 

in Iowa was that a “majority of network costs would be recovered from IntraLATA toll calls.”  In 

re Application of Iowa Network Access Division, 3 FCC Rcd. 1468, ¶ 32 (1988).  Access 

stimulation calls, by contrast, are almost exclusively interstate, terminating calls.  Also, I have 

reviewed INS’s recent tariff filings, and they confirm that the vast majority of INS’s traffic consists 

of interstate, terminating calls.  

21. Third, in stark contrast to CEA traffic, access stimulation involves delivering 

massive volumes of long distance traffic to a limited number of access stimulating CLECs.  For 

instance, in 2016, AT&T delivered over four times more long distance traffic to Great Lakes’ 
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single end office switch than it delivered to all of CenturyLink’s end office switches in Iowa 

combined.  Further, the volume of traffic that AT&T delivers to each of the small, rural LECs for 

which INS was created has remained relatively small, and in recent years has been declining.     

22. Fourth, legitimate CEA traffic either originates from, or terminates to, residential 

and business customers in the communities served by small, rural ILECs.  By contrast, the massive 

volumes of access stimulation traffic are terminated to the conference and chat equipment of the 

Free Calling Parties, who bear no resemblance to the residential and business customers of small, 

rural ILECs, and lack any connection to the communities in which their equipment is located.          

The Availability Of More Efficient Methods Of Transporting Access Stimulation Traffic. 

23. As a general rule, the most efficient method of delivering large volumes of long 

distance traffic to a single location is via a direct connection between the long distance carrier’s 

point of presence (or “PoP”) and the LEC’s end office switch.   In fact, it is AT&T’s policy and 

practice to consider implementing a direct connection arrangement whenever switched access 

traffic to or from a LEC exceeds [[BEGIN CONFIDENTIAL]] [[END 

CONFIDENTIAL]] minutes per month.  The flat, rather than per-minute, rate used for direct 

connections generally provides the most efficient, least-cost way to route such large volumes of 

traffic. AT&T has also employed direct switching and transport arrangements, as well as facilities 

leases, that likewise avoid the high per-minute rates associated with tandem switching and 

transport services.   

24. As explained below, such alternatives exist with respect to the traffic at issue in this 

proceeding and would result in significant savings for both AT&T and its customers.  AT&T’s 

ability to take advantage of such alternatives, however, has been thwarted by the conduct of both 

INS and the access stimulating CLECs that subtend INS’s tandem switch.          
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25. A Direct Connection Alternative. As explained in my Declaration submitted in 

connection with the Formal Complaint proceedings AT&T brought against Great Lakes, during 

2014 and 2015, AT&T transmitted to INS approximately [[BEGIN CONFIDENTIAL]]

[[END CONFIDENTIAL]] minutes of traffic for delivery to Great Lakes.  If Great Lakes 

supplied AT&T with a direct connection at the same rates offered by CenturyLink (which is the 

lowest-priced price-cap LEC in Iowa), or if AT&T obtained the necessary direct connection 

facilities from CenturyLink, the costs would be approximately $2,800 per month for each DS-3 

needed.  Based on the volumes at issue, and depending on the engineering of the circuits, the per-

minute cost of such a direct connection would fall into a range between [[BEGIN 

CONFIDENTIAL]]   [[END CONFIDENTIAL]] Attached to the 

Formal Complaint is a spreadsheet (Ex. 77) showing the calculations I made based on the traffic 

volumes at issue and the CenturyLink rates (Ex. 77 is the same as Exhibit 91 to AT&T’s Formal 

Complaint against Great Lakes, currently pending before the Commission).   

26. Even using the high end of that range, INS’s interstate CEA rate imposes costs on 

AT&T that are over [[BEGIN CONFIDENTIAL]] [[END CONFIDENTIAL]] times higher 

than the cost of a direct connection.  Accordingly, compared to INS’s total billed charges to AT&T 

during 2014 and 2015 of approximately [[BEGIN CONFIDENTIAL]]

[[END CONFIDENTIAL]] minutes of traffic bound for Great Lakes, the cost to AT&T 

of a direct connection (again at the high end of the range) would have been only [[BEGIN 

CONFIDENTIAL]] [[END 

CONFIDENTIAL]]     

27. A Contract for Switching and Transport.  In 2014, AT&T entered a contractual 

arrangement with the CEA provider in South Dakota, South Dakota Network, LLC (“SDN”), to 
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deliver traffic to Northern Valley Communications, LLC (“NVC”), which like Great Lakes is an 

access stimulating CLEC with large volumes of access stimulation traffic.  The rate that AT&T 

pays SDN for that service is [[BEGIN HIGHLY CONFIDENTIAL]]

[[END HIGHLY CONFIDENTIAL]], which was based on the transport of over [[BEGIN 

HIGHLY CONFIDENTIAL]]  [[END HIGHLY CONFIDENTIAL]] MOUs per 

month for a distance of 147 miles.  Moreover, that rate is a conservative estimate for Great Lakes 

because (i) Great Lakes generates even higher volumes than does Northern Valley – [[BEGIN 

CONFIDENTIAL]] [[END CONFIDENTIAL]] minutes per month – which 

generally produces lower per-minute rates, and (ii) the distance between Des Moines and Great 

Lakes’ end office in Spencer (132 miles) is 15 fewer miles than the distance covered by the SDN 

rate (147 miles).  Applying the [[BEGIN HIGHLY CONFIDENTIAL]]

[[END HIGHLY CONFIDENTIAL]]

28. [[BEGIN CONFIDENTIAL]] 
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[[END CONFIDENTIAL]] 

INS’s “Mandatory Use Requirement” And Its Impact On AT&T.

29. It is my understanding that INS has taken the position that, under the terms of the 

Commission Order approving INS’s CEA arrangement, long distance carriers are required to route 

all long distance traffic bound for CLECs in Iowa through INS’s network.  I further understand 

INS has [[BEGIN CONFIDENTIAL]] 

[[END CONFIDENTIAL]]  I have the following observations 

regarding INS’s so-called “Mandatory Use Requirement.” 

30. First, based on my experience, INS’s position that all long distance traffic must be 

routed through INS’s network is not consistent with the facts as they currently exist with respect 

to long distance service in Iowa.  I am, for example, specifically aware of a number of CLECs 

operating in Iowa, such as Level 3 Communications, LLC, YMAX Communications Corp. and 

Bandwith.com CLEC, LLC, that have connected to AT&T and other long distance carriers directly 

or through tandem switches other than INS’s tandem switch.  Further, I am aware of a number of 

access stimulating CLECs that subtend the INS network, [[BEGIN HIGHLY 

CONFIDENTIAL]] [[END HIGHLY CONFIDENTIAL]] that currently 

bypass INS’s network when they can extract a premium from the long distance carrier.  In fact, as 

I explain below, AT&T has been offered such arrangements.   
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31. Second, INS’s insistence that a “Mandatory Use Requirement” exists coupled with 

its having [[BEGIN CONFIDENTIAL]]

[[END 

CONFIDENTIAL]] has suppressed competition as it relates to the provision of transport 

alternatives.  In a number of discussions with CLECs regarding the possibility of installing a direct 

connection, AT&T has been told that direct connection arrangements were not permissible on 

account of either the [[BEGIN CONFIDENTIAL]] [[END 

CONFIDENTIAL]] or INS’s status as a CEA provider in Iowa.  Further, in one discussion, the

CLEC demanded that AT&T agree to indemnify it against any claims that INS might assert for 

bypassing the INS network.    

32. Finally, INS’s position that IXCs must use its network, combined with its high CEA 

rate, has created a pricing umbrella that has enabled access stimulating CLECs that are willing to 

bypass INS’s network to attempt to extract premiums in exchange for agreeing to permit a direct 

connection.  In the past few years, I have had a number of discussions with several entities that 

had the ability to deliver AT&T’s traffic to the networks of access stimulating CLECs via Internet 

connections.  In each instance, I was told that the access stimulating CLEC was only willing to 

accept the traffic via an Internet-based connection if it was permitted to dictate the price that AT&T 

would pay, and those prices were well above the prices of the alternatives that I discussed earlier,

and thus not competitive.  The reason that these CLECs could insist on prices significantly higher 

than the alternatives is because they have bottleneck monopolies, and absent their agreement to 

accept the traffic via a direct connection, AT&T has no choice but to use INS’s network.  The 

CLECs are thus in a position to set the bypass price at a level only slightly below INS’s tariffed 

CEA rate. 
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INS’s Violation Of The Commission’s Rate Cap, Rate Parity And Access Stimulation Rules.

33. In late 2011, the Commission issued the Connect America Order in which it 

adopted new rules designed to curtail access stimulation.  The Commission also capped the rates 

that LECs could charge for all switched access traffic – stimulated and ordinary, interstate and 

intrastate.  As explained below, INS has failed to comply with any of these rules. 

34. The Commission’s Rate Cap Rule.  In the Connect America Order, the 

Commission capped most interstate switched access rates at the level of the rates the carrier had 

in effect on December 29, 2011, which is the date on which the Connect America Order became 

effective.  

35. On December 29, 2011, INS’s tariffed interstate rate for CEA service was $0.00819 

per-minute.  For the monthly bills dated January 2012 through July of 2012, INS billed AT&T for 

interstate CEA service at the $0.00819 rate.   

36. In mid-2012, INS lowered its tariffed interstate CEA service rate by 24%, to 

$0.00623 per-minute, which was consistent with the Commission’s reforms and the overall trend 

of reducing access rates.  INS billed AT&T for interstate CEA service at the $0.00623 rate for the 

bills dated August 2012 to July 2013.             

37. In mid-2013, however, INS reversed course and increased its interstate rate for 

CEA service by over 44%, to $0.00896 per-minute.  That increase caused INS’s CEA rate to 

exceed the $0.00819 cap set by the Commission, and marked a dramatic departure from INS’s 

prior reduction in rates.  Beginning with the August 2013 invoice, INS has billed AT&T for 

interstate CEA service at the $0.00896 rate in violation of the Commission’s rate cap rule.      

38. The Commission’s Rate Parity Rule. INS is also in violation of the 

Commission’s rate parity rule, which required INS to lower its intrastate CEA rates to the same 

level as its capped interstate CEA rate ($0.00819 per-minute) by July 1, 2013.  INS did not do so.  
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In fact, INS has not revised its tariffed intrastate CEA and transport rates (which are significantly 

higher than its interstate CEA rate) since 1992. 

39. INS’s current intrastate tariff, filed with the Iowa Utilities Board, contains a rate 

for intrastate CEA service of $0.0114 per-minute.  See Ex. 54, INS Iowa Tariff (Iowa State Utilities 

Board) No. 1, at 242 (dated Dec. 2, 1988).  In addition, unlike INS’s federal tariff, INS imposes a 

separate tariffed transport charge on all intrastate CEA traffic at the rate of $0.000103 per-minute, 

per-mile.  These rates are well in excess of both INS’s current rate of $0.00896 per-minute and its 

capped rate of $0.00819 per-minute.  From the August 2013 bill to the present, INS has billed 

AT&T for intrastate CEA service at rates ($0.0114 per-minute for CEA switching, plus $0.000103 

per-minute, per-mile for transport) in violation of the Commission’s rate parity rule.

40. The Commission’s Access Stimulation Rules. INS also is not complying with 

the Commission’s access stimulation rules, which required LECs engaged in access stimulation to 

lower their rates to the rates of the functionally equivalent service provided by the lowest price cap 

LEC in the state, which in Iowa is CenturyLink.  Given the volumes at issue, the functionally 

equivalent service offered by CenturyLink would be a direct connection, which as I explained 

earlier would result in an effective per-minute rate of between [[BEGIN CONFIDENTIAL]]

[[END CONFIDENTIAL]] per-minute.  Suffice it to say, INS’s rates 

exceed that rate.

41. I understand that, under the Commission’s rules, a LEC is presumed to be engaged 

in access stimulation if the ratio of its terminating to originating access traffic is 3:1 or greater.  

INS’s ratio of terminating to originating traffic easily exceeds the 3:1 ratio.  For example, in July 

2014, the number of minutes INS billed AT&T for terminating interstate CEA traffic was more 

than 30 times higher than the number of minutes INS billed AT&T for originating interstate CEA 
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traffic.  In fact, since 2012, INS’s monthly ratio of terminating to originating traffic for AT&T’s 

INS traffic has well exceeded the 3:1 ratio in each and every month.   

42. Further, INS’s internal reports show exactly the same thing.  The following table 

sets forth traffic data for the period 2008 to 2015 which shows that the ratio of INS’s terminating 

to originating access traffic has exceeded the 3:1 ratio in every year by a wide margin.3

[[BEGIN HIGHLY CONFIDENTIAL]]

        

          

             

              

            

            

            

            

            

[[END HIGHLY CONFIDENTIAL]]

AT&T’s Decision To Dispute INS’s Bill And Withhold Payment. 

43. Each month INS sends AT&T a bill for CEA service that contains charges for the 

traffic exchanged during the month immediately preceding the month in which the bill was sent.  

For example, the bill INS issued to AT&T in December 2013 was for the traffic that AT&T 

delivered to INS in November 2013.     

3 The Originating and Terminating Minute data were extracted from Ex. 2, INS Worksheet, at 
Aureon_02698–99.  
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44. As discussed above, in mid-2013, INS raised its interstate CEA rate by 44 percent, 

and had failed to lower its intrastate CEA rates to the level of its capped interstate CEA rate.  In 

addition, the ratio of INS’s originating to terminating traffic remained well above the 3:1 ratio and 

INS had done nothing to comply with the Commission’s access stimulation rules. 

45. In August 2013, AT&T received the first bill from INS that reflected the 44 percent 

increase in INS’s interstate CEA rate INS filed in July 2013.  INS’s September and October bills 

also reflected this higher rate.

46. At that juncture, AT&T decided to dispute INS’s September and October bills, and 

to that end, I sent an email to Jon Hedgecock of INS notifying INS of [[BEGIN 

CONFIDENTIAL]]

[[END CONFIDENTIAL]]  Ex.  78, Email from Jack Habiak to Jon Hedgecock 

(ATT-000740) (dated Nov. 8, 2013).             

47. Following an exchange of correspondence and discussions between AT&T and INS 

personnel about the dispute, on February 28, 2014, I sent an e-mail to Dennis Creveling of INS

[[BEGIN CONFIDENTIAL]]
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[[END CONFIDENTIAL]]         

48. Starting with INS’s September 2013 invoice, AT&T also began withholding 

payment of the amounts that it believed were not being properly charged consistent with the 

Commission’s rules and prior precedent.  In calculating the amounts to be withheld, AT&T took 

the following steps:  

49. First, AT&T re-rated the interstate minutes of use from the $0.00896 per-minute 

rate that INS had billed to $0.00819 per-minute, which as noted above is the rate at which INS’s 

CEA rate is capped under the Commission’s rules.   

50. Second, AT&T re-rated AT&T’s intrastate traffic using the interstate capped CEA 

switching rate of $0.00819 per-minute.  In so doing, AT&T excluded all intrastate transport 

charges.  

51. Third, AT&T estimated the number of minutes of INS traffic that were bound for 

access stimulating CLECs (at that juncture Great Lakes), and subtracted those minutes from the 

total minutes to which it had applied the capped interstate rate of $0.00819 per-minute.  In 2016, 

AT&T also began withholding payment on minutes sent to BTC, Inc.; Omnitel Communications; 

Louisa Communications; Premier Communications; Goldfield Access Network, LLC; and 

Interstate Cablevision – each of which, like Great Lakes, is engaged in substantial access 

stimulation activities.  Removing those minutes reflects AT&T’s position that access stimulation 

traffic is not properly classified as CEA traffic, and thus is not subject to INS’s CEA rates.

52. From January 2013 through March 2017, INS has billed AT&T for over [[BEGIN 

CONFIDENTIAL]]  [[END CONFIDENTIAL]] minutes of access traffic.  Regarding 

AT&T’s withholding, from the September 2013 invoice through the March 2017 invoice, INS has 

billed AT&T a total of [[BEGIN CONFIDENTIAL]]
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[[END

CONFIDENTIAL]]

53. The following table sets forth data extracted from AT&T’s billing records 

indicating the massive volumes of traffic that INS is currently transporting on behalf of the access 

stimulating CLECs with which INS has contracted. 

[[BEGIN CONFIDENTIAL]]

    

            

           

              

               

              

             

               

[[END CONFIDENTIAL]]

*  *  *  *  * 

54. In closing, I note that today INS is one of the nation’s largest traffic pumpers.  Its 

own records show that it is currently pumping more than [[BEGIN HIGHLY
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CONFIDENTIAL]]

[[END HIGHLY CONFIDENTIAL]] See Ex. 2, INS Worksheet, at 

Aureon_02698–99. Further, over 12 percent of AT&T’s total, nationwide terminating switched 

access charges4 are currently billed by INS – a single carrier – and approximately 90 percent of 

the traffic AT&T sends to INS is access stimulation traffic (the remaining 10% or so is the 

legitimate CEA traffic for which INS was created).  Given that AT&T currently receives bills for 

terminating switched access from approximately 1,300 LECs, the fact that one carrier accounts for 

almost 1/8th of the charges is a red flag that a problem exists that needs to be fixed.  Finally, as can 

be seen from the following table, AT&T’s traffic on INS’s network has been steadily increasing 

since 2013, notwithstanding the Commission’s stated goal of “curtailing” access stimulation 

traffic.

[[BEGIN CONFIDENTIAL]]

   

   

    

    

    

[[END CONFIDENTIAL]]

4 This excludes traffic terminated to AT&T’s affiliated ILECs.
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Safeguards to Improve the Interstate Access Tariff and Revenue Distribution Processes
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Guideline: 4.19 Categorization of Wideband and Special Access Services

Exhibit 1 – Ring Network Carrying Mixed Category Traffic

The diagram below illustrates the sections of a typical network carrying multiple Title II 
services.  Exhibits B-E below address cost allocation to the individual services carried 
in Exhibit 1 sections.    For example Exhibit B shows a cost allocation method for:

Wideband interstate and intrastate carried in sections A-D, or A-B.
Channelized interstate possibly carried in all sections.
Exchange trunk message carried in A-D, or A-B.
Toll trunk-message possibly carried in all sections. 
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Guideline: 4.19 Categorization of Wideband and Special Access Services

Wideband Allocation Methodology Comparison
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Circuit Method
 

Cable & Wire Distribution
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Guideline: 4.19 Categorization of Wideband and Special Access Services

System Method
 

 

Cable & Wire Distribution
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Circuit Method
 

Cable and Wire Distribution 
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Guideline: 4.19 Categorization of Wideband and Special Access Services

System Method
 

Cable and Wire Distribution
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